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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

April 12, 2006

Michael Lux, Treasurer

21st Century Democrats
1731 Connecticut Avenue NW, Second Floor |
Washington, DC 20009 Response Due Date:
May 12, 2006
Identification Number: 00230342
Reference: February Monthly Report (1/1/06-1/31/06)
Dear Mr. Lux:
th
A
L This letter is prompted by the Commission’s preliminary review of the report(s)
; :;*: referenced above. This notice requests information essential to full public disclosure of
e your federal election campaign finances. An adequate response must be received at
<n the Commission by the response date noted above., An itemization of the information
E needed follows:
)

e -The beginning cash balance of this report should equal the ending balance
. of your 2005 Year End Report. Please clarify this discrepancy and amend
any subsequent report(s) that may be affected by this correction.

-Schedule B supporting Line 29 of your report discloses a disbursement for
an apparent refund or rebate to your non-federal account for a previously
allocated expense. Please be advised the refund or rebate must be allocated
between the federal and non-federal accounts according to the same
allocation ratio used to allocate the original disbursement. Furthermore, the
federal account must transfer the non-federal portion to the non-federal
account using one of two methods.

The method of reporting described in Advisory Opinion 1995-22 allows a
committee to itemize the refund or rebate as a negative entry on Schedule
H4. Alternatively, a committee may disclose the receipt of the refund or
rebate into the federal account on Schedule A supporting Line 15, and the
transfer of the non-federal account’s share to the non-federal account on
Schedule H4. Please refer to the enclosed sample of properly reported
refunds and rebates of allocable activity and amend your report as
appropriate.
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-Please clanfy all expenditures made for “Fundraising Consulting” on
Schedule H4. If a portion or all of these expenditures were made on behalf
of specifically identified federal candidates, this amount should be
disclosed on Schedules B or E supporting Lines 23 or 24 and include the
amount, name, address and office sought by each candidate. 11 CFR
§§104.3(b) and 106.1

Alternatively, if the payment(s) on Schedule H4 1s associated with
fundraising activity conducted for your committee’s federal and non-federal
accounts, it must be allocated according to the funds received method and
the ratio reflected on Schedule H2. Further, it must be categorized as a
fundraising activity on Schedule H4. Please provide clarifying information
regarding the nature of this transaction{s) and amend your report(s) as
appropriate.

-Schedule H4 discloses an expenditure(s) for “Fundraiser Postage.” Please
be advised that public communications {as defined by 11 CFR §100.26) and
voter drive activity (under 11 CFR §106.6(b)(2){(1)) containing express
advocacy as defined under 11 CFR §100.22, would constitute an in-kind
contribution or an independent expenditure and should be properly
disclosed on a Schedule B or E supporting Line 23 or 24 as appropriate.
Public communications and voter drive activity that refer to a clearly
identified Federal candidate, but that do not expressly advocate the election
or defeat of that candidate should be reported on Schedule B for Line 21(b)
of the Detailed Surnmary Page,

Furthermore, the costs for public communications and voter drive activity
that refer to one or more clearly identified Federal candidates must be paid
for with 100% federal funds. It appears that you have allocated these costs
between federal and non-federal funds. Any reimbursement from your
committee's non-federal account for public communications and voter drive
activity referencing a clearly identified Federal candidate 1s not permmissible
and must be returned. 11 CFR §106.6(f)

Alternatively, if the payment(s) on Schedule H4 1s associated with
fundraising activity conducted for yvour committee’s federal and non-federal
accounts, it must be allocated according to the funds received method and
the ratio reflected on Schedule H2. Further, it must be categorized as a
fundraising activity on Schedule H4, Please provide clarifying information
regarding the nature of this transaction(s) and amend your repori(s) as
appropriate.

-Commission Regulations require that a commitiee disclose the
identification of all individuals who contribute in excess of $200 in a
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calendar year. (11 CFR §104.3(a){(4)(1)) Identification for an individual is
defined as the full name, mailing address, occupation and name of

employer. (11 CFR §100.12) Your report discloses contributions from
individuals for which the identification is not complete.

You must provide the missing information, or if you are unable to do so,
you must demonstrate that ‘best effortd” have been used to obtain the
information. To establish“best efforis;” you must provide the Commission
with a detailed description of your procedures for requesting the
information. Establishing“best efforts’is a three-fold process.

First, your original solicitation must include a clear and conspicuous
request for the contributor mformation and must inform the contributor of
the requirements of federal law for the reporting of such information. (11

CFR §104.7(b)(1))

Second, if the information is not provided, you must make one follow-up,
stand alone effort to obtain this information, regardless of whether the
contnibution(s} was solicited or not. This effort must occur no later than 30
days after receipt cof the contribution and may be in the form of a written
request or an oral request documented in writing. (11 CFR § 104.7(h)(12)}
The request must:

o clearly ask for the mussing information, without soliciting a
contribution;

» inform the contributor of the requirements of federal law for the
reporting of such information, and

« 1f the request 1s written, mclode a pre-addressed post card or retum
envelope.

Third, if you receive contributor information after the contribution(s) has
been reported, you shall either a) file with your next regularly scheduled
report, an amended memoe Schedule A listing all the contributions for which
additional information was received; or b) file on or before your next
regularly scheduled reporting date, amendments to the report(s) originally
disclosing the contribution(s). (11 CFR §104.7(b)(4))

Please provide the missing information or a detailed description of your
procedures for requesting the information. For more information on
demonstrating‘best efforts] please refer to the Campaign Guide.

Please note, you will not receive an additional notice from the Cominission on
this matter. Adequate responses received on or before this date will be taken into

consideration in determining whether audit action will be mitiated. Requests for
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extensions of time in which to respond will not be considered. Failure to provide an
adequate response by this date may result in an audit of the committee. Failure to comply
with the provisions of the Act may also result in an enforcement action against the
committee. Any response submitted by your committee will be placed on the public
record and will be considered by the Commission prior to taking enforcement action.

Electronic filers must file amendments (to include statements. designations and
reports) in an electronic format and must submit an amended report in its entirety, rather
than just those portions of the report that are being amended. If you should have any
questions regarding this matter or wish to verify the adequacy of your response, please
contact me on our toll-free number (800) 424-9530 (at the prompt press 3 1o reach the
Reports Analysis Division) or my local number (202) 694-1136.

Sincerel i

di Winship
Campaign Finance Analyst
211 Reports Analysis Division
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Campaign Guide for Political Party Commitiees

ALLOCATION OF REBATE (H4)

(METHOD 1)
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Chapter 13

9, Refunds and
Rebates of
Allocable

Eernses .

If a committee receives a refund

or a rebate of an allocable ex-
pense, the refund or rehate must
be deposited in the federal or
aliocation account. The refund

or rebate must then be allocated
between the federal and nanfederal
accounts according to the same al-
location ratio used ta allocate the
original disbursement. The federal
account must transfer the non-
federal portion to the nonfederal
accout.

Example

A committes receives a $400
rebate on office equipment from
the Acrme Office Store. The original
purchase was an administrative
expense allocated according to the
following ratic: 64 percent federal;
36 percent nonfederal.

Reporting Methad 1 illustrates
how this rebrate would be reported
according to the methed approved
in Advisory Opinion {(AO) 1995-
22. Reporting Method 2 shows
how the rebate would be reported
under an alternative method.

Reporting Method 1

Using the method of reporting
described in AQ 1995-22, the
committee discloses the receipt

of the rebate and the federat and
nonfederal shares on Schedule H4.

The amounts are negative entries subtracted from
total shared federal and nonfederal disbursements
for the reporting period {disclosed on Lines
21a(i} and (i} of the Detailed Summary Page).

Reporting Method 2

Under the altemative method, the committee
reports the receipt of the $400 rebate under the
category “Offsets to Operating Expenditures” an

93
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Cameaiﬁn Cuide far Political Pagz Committeas

Line 15 of the Form 3X Detailed Summary Fage.

The committee uses Schedule H4 to disclose the
federal zaccount’s $256 transfer to the nanfederal
account for the nonfederal share.

10. Prohibited In-Kind
Donations for Allocable

Activities

While contributions from corperations, {abor
organizations and federal government contractors
are prohibited under federal law, they are permis-
gible ynder sama state taws. If that is the case,
such donations may be accepted by a nonfederal
account for strictly nonfederal activity. However,
the situation is mare complicated when donations
of goods or services from such sources are made
in connaction with allocable activity, such as a
fundraiser at which both fedzral and nonfederal
funds are collected.

In AQ 1992 -33, the Commission explained how
a committee can legally accept an in-kind dona-
tion from a prohibited source in connection with
an zllocable administrative or fundraising activity.
Mote that the Commission has not addressed
the receipt of in-kind donations from prohibited
sources for the other types of allocable expenses
(i.e., generic voter drives and candidate support

activity).

Advance Payment of Federal
Share

To avoid the receipt of a prohibitéd contribution
by the federal account, that account maust pay
the nonfederal account for the federal share of

the in-kind denation. This payment—a transfer
te the nonfederal account—must be made in

_advance or on the date the goods or services are

received.

Per-Transaction Transfers

The federal transfer may be made on a per-trans-
action basis—that is, shortly before or on the
same day the in-kind donation is received.

Fscrow Transfers

Alternatively, the federal account may make bulk
transfers to cover the federal share of anticipated
in-kind donations. Under this "escrow” arrange-
ment, a committes makes a good faith estimate of
the amount of in-kind donations that it expects
to receive and transfers sufficient funds from the
federal account to cover the federal share.

Adjustments

Should the federal account pay more than its
share of an in-kind donstion, adjustment transfers
from the nonfederal account are permissible.

Basic Reporting of In-Kind
Donations: Example

On October 1, a state party committee receives

a $5,000 in-kind donation of flowers from a
corperation for a federal/nonfederal fundraiser
("Chairman’s Cala™}. The estimated allgcation
ratio for the fundraiser is 50 percent federal and
50 percent nonfederal. That same day, the federal
account transfers its share of the in-kind dona-
tion ($2,500) to the nonfederal account.

Required Forms

» Schedule H2—Allpcation Ratios

s Schedula H3 —Transters from Nonfedera!
Account :

* S5chedule H4—Payments far Allocable Expenses

{hapter13
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